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SHAREHOLDERS’  
AGREEMENT GUIDE
The company rests on the shoulders of its owners. If the owners are ar-
guing on the matters of the company, the company’s operations are dis-
rupted or, in the worst case its business will be ceased. A shareholders’ 
agreement is a way of agreeing on the rights and obligations of the share-
holders. A good shareholders’ agreement is the company’s most important 
agreement.

For many entrepreneurs, the content of a shareholders’ agreement seems 
to raise confusion. I often hear, ”Why should this be agreed upon, and this 
does not apply to us.” After clarifying the purpose and content of the terms 
of the agreement itself, entrepreneurs see the importance of the agreement. 
The terms are there to work as a precaution in case of a bad day and to pro-
tect all owners equally.

This guide sets out the most important aspects that parties should agree on 
in a shareholders’ agreement. The guide also provides clarificafications and 
explanations to the meaning of the different terms. The guide follows the 
basic structure of the shareholders’ agreement and serves as a guide to bet-
ter understand the legal aspects of the shareholders’ agreement. You won’t 
find unnecessary legal jargon in this guide.

For each paragraph, the guide contains a few terms and conditions that are 
common to a shareholders’ agreement. Every shareholders’ agreement is 
always different, which is why the list of provided terms is not exhaustive. 
The guide does not serve as a template for an agreement.

If the content gives you gray hairs, you should ask for more information 
from someone who is familiar with shareholders’ agreements. This could 
be, for example, an experienced entrepreneur or a lawyer you know. I pro-
mise to help on request.

Enjoy!

– Herkko Hietanen
+358 50 3841634
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THE PARTIES

Drafting the agreement begins by defining the parties to the shareholders’ 

agreement and the company subject to the shareholders’ agreement.

The structure introduced in this chapter, has been made for equal sharehol-

ders, but it can be altered to fit various holding and authorization arrange-

ments. The purpose of the guide is to represent a standard solution.

If the company has shareholders or groups of shareholders holding different 

rights and different amounts of shares, they must be recorded in separate 

categories, for example, “Shareholder 1 and Shareholder 2.”

Equal shareholders can be registered according to the example on the right:

The agreement also should take into consideration how the parties will be 

referred to who join the agreement later. For example:

‘’ A, B and C hereinafter referred to separately as “Party” and together as “Par-

ties”. D, hereinafter referred to as “Company”. 

The agreement also should take into consideration how the parties will be 
referred to who join the agreement later. For example: 

The agreement should also provide for new shareholders who will join the 
agreement later. They are taken into account in the definition of Party C and 
in the definition of “Parties”. 

Already at this point in the guide, you should pick up a pen and write down 
the following information about your company’s shareholders. It will help you 
to understand the role and position of each shareholder as you read the guide 
forward:

• Personal data of shareholders

• Shareholder ownership information (Since when, which share class, how 
much, value of ownership.)

• The position of shareholders in the company.

• Example:

• Company 1 Ltd - Shareholders’ agreement

• This shareholders’ agreement has been entered into
between the following parties on 01.01.2018 and is in effect
from the date hereof.

• A: (Name and personal id)

• B: (Name and personal id)

• C: (New Party that has acceded to this agreement through a
separate agreement

• D: (Business ID and address). *

 * This is if the company is wanted as a party to the agreement.
Often, this should be done so that shareholders can make claims
against the company and vice versa.

1
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 DEFINITIONS

In this section, it is a good idea to define the terms and concepts used in the 

agreement as precisely as possible. For example, the Parties and the Party are 

standard terms that need to be defined.

There are often other recurring concepts in shareholders’ agreements that are 

important to be defined.

Precise definition reduces the interpretability of the contract and increases its 

accuracy. Many contractual disputes that are later settled in court are based 

specifically on the interpretation of the contract.

The definition of concepts can be entered into an agreement in many different 

ways.

For example, a table is a clear way of listing and defining concepts.

Example:

Party To this shareholders’ agree-
ment in question is bound by 
the agreement or bound by a 
separate agreement to the 
company

Parties Each Party together.

Company The company in which the 
share capital is owned by the 
Parties to this Agreement

Agreement This Agreement and its An-
nexes

2
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3 PURPOSE

This section should define what kind of company is in question, what kind of goals the parties have and what kind of business the company is involved in.

Business can be described, for example, by adding the company’s business plan as an appendix to the shareholders’ agreement. The legal significance behind the description of the back-

ground and purpose is based on the fact that it documents the objectives of the parties. The background and purpose also serve as an instrument for interpreting and connecting other terms 

of the agreement which may not have been specifically agreed upon. 

The background and purpose -section of the agreement brings the most important means of interpretation to the content of the entire agreement in those situations where the content of a 

term is ambiguous or unclear. It is extremely advisable to invest in this part.

Example:

3.1 The common purpose of the Parties is to manage and develop the Company’s business in accordance with the 

Company’s business plan (Appendix 1) with the aim of maximizing the value of the Company’s shares and paying a 

reasonable dividend to the Parties annually.

3.2 The company operates in the heavy industry sector and the primary focus of its business is the development and 

maintenance of automation processes used in heavy industry. The parties are committed to maintain and develop the 

primary focus of the company’s business. 

3.3 The parties also aim to actively seek additional financing for the Company.

3.4. The parties have agreed that each shareholder must commit to the Agreement. This also obliges potential new 

shareholders, who become party to the Company after the Agreement has entered into force.
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It is logical to enter information in the shareholders’ agreement on each party’s ownership 

of the company’s shares and what kind of shares or different classes of shares the company 

holds.

4 COMPANY OWNERSHIP AND ITS DIVISION

Example: (Similar shares only)

Party Number 
of shares 
(pcs)

Sharehol-
dings (%) 

Subscrip-
tion price 
per share 
(€)

A 40 40 1000

B 50 50 1000

D 10 10 1000

4.1 The company has one class of shares. They 

are similar to each other. Each share entitles its 

holder to one vote at the Annual General Meeting.
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5 FINANCING

The financing clause of the shareholders’ 
agreement agrees on how the company’s 
operations are to be financed now and in the 
future.

A key condition is the obligation of share-
holders to provide additional financing or 
additional collateral.

In most cases, the shareholder agreement 
stipulates that additional financing is agreed 
on a case-by-case basis, if necessary. The 
creation of an additional financing obligation 
for shareholders is seldom an issue, but it is 
good to bring it up regardless.

The most important thing with this condition is 
to plan how the company’s operations are to 
be financed, and whether the financing crea-
tes binding obligations or rights on certain 
parties.

The condition may also refer to a separate 
financing plan, if one has been drafted.

The financing chapter must be carefully plan-
ned according to the company’s situation and 
plans. In practice, these vary very much.

In addition, the financing chapter must take 
into account the shareholder’s  differing sta-
tus in liquidation situations, if one has been 
agreed on (liquidation preference).

Combating the dilution effect caused by 
possible new funding rounds should also 
be considered if necessary. (Each round of 

funding reduces the percentage of prior 
shareholders’ ownership in the company.)

Correspondingly, the protection of old 
shareholders weakens the position of new 
shareholders and makes it considerably more 
difficult to obtain external financing. This 
balance must be carefully considered.

If the implementation of the financing terms 
seems overwhelming, you should feel free to 
contact a party who is familiar with the finan-
cing terms in the shareholders’ agreement. 
This could be, for example, another entrep-
reneur or lawyer you know. By consulting an 
expert, you avoid the most typical financial 
hassles, such as creating erroneous privile-
ges or mis-balancing the protection against 
dilution.

Example:

5.1 The Company’s financing is to be implemented primarily with 

income from the Company’s business and secondarily with exter-

nal loans in accordance with a separate financing plan prepared 

by the Company (Appendix 2).

 5.2 This Agreement does not oblige the parties to participate in 

the increase of the Company’s share capital or in the subscription 

of special rights entitling to shares. 

 5.3 The parties have no obligation to finance the Company or 

provide collateral to the Company.
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5 RAHOITUS

Osakassopimuksen rahoituskappaleessa sovi-
taan siitä, miten yhtiön toimintaa on tarkoitus 
rahoittaa nyt ja tulevaisuudessa.

Keskeisenä ehtona on osakkaiden velvollisuus 
tarjota lisärahoitusta tai lisävakuuksia.

Useimmiten osakassopimuksessa sovitaan, 
että lisärahoituksesta sovitaan tarvittaessa 
tapauskohtaisesti. Osakkaiden lisärahoitus-
velvollisuuden luomisesta on kysymys vain 
harvoin, mutta siihen on hyvä ottaa kantaa 
joka tapauksessa.

Tärkeintä tämän ehdon kohdalla on suunnitel-
la, miten yhtiön toimintaa aiotaan rahoittaa, 
ja muodostuuko rahoituksesta tiettyjä osa-
puolia sitovia velvoitteita tai oikeuksia.

Ehdon kohdalla voi myös viitata erilliseen ra-
hoitussuunnitelmaan, jos sellainen on laadittu.

Rahoituskappale tulee suunnitella tarkasti 
yrityksen tilanteen ja suunnitelmien mukaan. 
Käytännössä nämä vaihtelevat hyvin paljon.

Lisäksi rahoituskohdassa tulee huomioida 
omistajien etuoikeudet varojenjakotilaisuuk-
sissa (liquidation preference).

Myös mahdollisten uusien rahoituskierrosten 
aiheuttaman laimennusvaikutuksen (dilutati-
on) torjuminen tulee huomioida tarvittaessa. 
(Jokainen rahoituskierros heikentää aiempien 

osakkeenomistajien omistusosuutta yhtiössä.)

Vastaavasti vanhojen osakkeenomistajien 
suojaaminen heikentää uusienosakkeenomis-
tajien asemaa ja vaikeuttaa ulkopuolisen 
rahan hankkimista huomattavasti. Tätä tasa-
painoa tulee harkita tarkasti.

Jos rahoituksen ehtojen toteuttaminen 
askarruttaa, kannattaa ottaa rohkeasti yh-
teyttä sellaiseen tahoon, jolle rahoitusehdot 
osakassopimuksessa ovat tuttuja Tämä voi 
olla esimerkiksi tuntemasi toinen yrittäjä tai 
lakimies. Konsultoimalla asiantuntijaa vältät 
tyypillisimmät rahoitukseen liittyvät mokat, 
kuten virheellisten etuoikeuksien luominen tai 
dilutaatiosuojan väärä tasapainottaminen.

Esimerkki:

5.1 Yhtiön rahoitus on tarkoitus toteuttaa ensisijaisesti Yhtiön 

liiketoiminnasta saatavilla tuloilla sekä toissijaisesti ulkopuolisella 

lainarahalla Yhtiön laatiman erillisen rahoitussuunnitelman (Liite 

2) mukaisesti.

5.2 Osapuolilla ei ole velvollisuutta osallistua tämän Sopimuksen 

johdosta Yhtiön osakepääoman korotuksiin tai osakkeisiin oikeut-

tavien erityisten oikeuksien merkintään.

5.3 Osapuolilla ei ole velvollisuutta rahoittaa Yhtiötä tai antaa yhti-

ölle vakuuksia.
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6 DIVIDEND DISTRIBUTION 
AND OTHER EARNINGS 

Example:

6.1 The parties agree that the Company’s profit will be 

used primarily for the development of the Company’s 

operations during the three years following the signing 

of the Agreement.

6.2 After three years, the Parties shall aim to distribute 

a reasonable dividend annually from the distributable 

profit in accordance to the Company’s financial situati-

on or the Company’s development. The dividend distri-

bution should not endanger the Company’s financial 

situation or development.

The distribution of funds is governed by the Companies Act’s regulation on 

minority dividends. (Minority shareholders have the right to claim a dividend 

to the extent specified by law.)

If it is desired to waive or limit the minority dividend, the terms of the share-

holder agreement must be drawn up for the limitation / waiver. The limitation 

mechanisms and the extent of limitation vary significantly. Consult an expert 

if you decide to limit a minority dividend.

Traditionally, for example, the minimum dividend option has been excluded 

from the company’s first years so that funds can be directed to business deve-

lopment.

Has the company created incentive schemes? If so, how do they work?

The distribution of funds is traditionally one of the terms of a shareholder 

agreement that requires the most case-by-case assessment and regulation.

Although the basis for the distribution of funds comes from the Companies 

Act, it is advisable to agree on the distribution of funds, the practices and the 

distribution policy in the shareholders’ agreement.

Salary or dividend? Taxation is worth thinking 
about carefully.
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Example:

7.1 The Company’s shareholders elect the members of the Company’s 

Board of Directors in accordance with the Companies Act.

7.2 The company’s Board of Directors consists of 1-5 members.

7.3 Decision-making power of the remuneration of the members 

of the Board of Directors belongs to the Annual General Meeting. 

A member of the Board is entitled to reimbursement of reasonable 

expenses.

7.4 The following matters are decided by the Company’s Board of Di-

rectors by a qualified majority, taking into account the conditions in 

accordance with the Articles of Association and the Companies Act.

(a) Election of the Chairman

b) Transactions significant to the company’s operations

c) Giving or taking a loan that is significant for the company’s opera-

tions

7.5 The Board’s task is to supervise and monitor at least. a) The com-

pany’s capital and changes in it b) The company’s operating policy

c) The CEO of the Company

COMPANY MANAGEMENT7

Often, the shareholder agreement also states how the seats on the Board are 

determined and what kind of right each shareholder has in appointing the 

members of the Board.

For example, investors often want a seat on the board for themselves or the 

right to appoint a member of the board. Another issue to be agreed is which is-

sues must be submitted to the Board for decision, or which decisions can only 

be made with the consent of certain shareholders or groups of shareholders.

It is also good to agree on who has the right to call the board for a meeting and 

how the convening takes place in practice. If decision-making is not agreed 

in more detail in the shareholders’ agreement, the decision-making procedure 

follows the conditions of the Companies Act. In the shareholders’ agreement, 

it is advisable to agree on which matters are decided, for example, by a quali-

fied majority and which by a simple majority.

It is also good to agree on the composition and duties of the Board of Direc-

tors in the shareholders’ agreement. This brings clarity to the competences 

between the board and the shareholders.

Other important matters to be agreed upon are the election of a CEO, deci-

sion-making at the Annual General Meeting and decision-making by the 

Board , the division of responsibilities between the Board and the CEO, and 

agreeing on an audit.

It is also advisable to anticipate a situation in which the Board or the Annual 

General Meeting is unable to make decisions due to disagreements.
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Esimerkki:

7.1 Yhtiön osakkaat valitsevat Yhtiön hallituksen jäsenet osakeyhtiö-

lain mukaisesti.

7.2 Yhtiön hallitus koostuu 1-5 jäsenestä

7.3 Päätösvalta Hallituksen jäsenten palkkioista kuuluu Yhtiökokouk-

selle. Hallituksen jäsenellä on oikeus kulukorvaukseen kohtuullisista 

kuluista

7.4 Seuraavista asioista päätetään Yhtiön hallituksessa määräenem-

mistöllä ottaen huomioon yhtiöjärjestyksen ja osakeyhtiölain mukai-

set edellytykset

 a) Puheenjohtajan valinta

 b) Yhtiön toiminnan kannalta merkittävät liiketoimet

 c) Yhtiön toiminnan kannalta merkittävän lainan   

 antaminen tai ottaminen 

7.5 Hallituksen tehtävänä on valvoa ja seurata vähintään.

 a) Yhtiön pääomaa ja siinä tapahtuvia muutoksia

 b) Yhtiön toimintapolitiikkaa

 c) Yhtiön toimitusjohtajaa

YHTIÖN HALLINTO7

Usein osakassopimuksessa sovitaan myös siitä, miten hallituspaikat määräyty-

vät ja minkälainen oikeus kullakin osakkaalla on hallituksen jäsenten nimittä-

miseen.

Esimerkiksi sijoittajat haluavat usein paikan hallituksesta itselleen tai nimittä-

misoikeuden hallituksen jäsenelle. Toinen sovittava aihe on, mitkä päätökset 

on tuotava hallituksen päätettäväksi, tai mitkä päätökset voidaan tehdä ainoas-

taan tiettyjen osakkaiden tai osakasryhmien suostumuksella.

On myös hyvä sopia, kenellä on oikeus kutsua hallitus koolle ja miten koolle 

kutsuminen käytännössä tapahtuu. Jos päätöksenteosta ei sovita osakas-

sopimuksessa tarkemmin, päätöksentekomenettely seuraa osakeyhtiölain 

edellytyksiä. Osakassopimuksessa onkin hyvä sopia siitä, mitkä asiat päätetään 

esimerkiksi määräenemistöllä ja mitkä yksinkertaisella enemmistöllä.

Osakassopimuksessa on hyvä sopia myös hallituksen kokoonpanosta ja tehtä-

vistä. Tämä tuo selkeyttä hallituksen ja osakkaiden väliseen toimivaltaan.

Muut tärkeät sovittavat asiat ovat toimitusjohtajan käyttäminen, päätöksenteko 

yhtiökokouksessa ja hallituksessa, toimivallan jako hallituksen ja toimitusjoh-

tajan välillä sekä tilintarkastuksesta sopiminen.

Myös tilanne, jossa hallitus tai yhtiökokous ei pysty päätöksentekoon erimieli-

syyksien johdosta, on hyvä ennakoida osakassopimuksessa.
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SALE AND TRANSFER OF SHARES8

Rules for the sale and transfer of shares must also be included in 

the shareholders’ agreement.

Continuity of business is ensured by the condition that the 

shareholders must announce their intention to sell the share, for 

example, one month before the sale of the shares. In this case, 

other shareholders or the company may be given the opportuni-

ty to purchase the shares before they are offered to a third party 

(right of first refusal).

This is often done by reserving the right to purchase to the 

founding shareholders (or other shareholders) of the Company. 

Shareholders may also waive this right of purchase, in which 

case the right will be shared among other interested share-

holders. If none of the shareholders wants to buy shares, they 

can only be offered for general sale by decision of the Annual 

General Meeting.

Provision should also be made for the death or divorce of a 

partner. For example, a shareholder may be required to draft a 

prenuptial agreement before marriage in respect of shares of 

the company to prevent the transfer of shares to the estate or 

heirs of the shareholder, if they do not enter into a shareholders’ 

agreement first. The company or the other shareholders may 

also be reserved the right to redeem the shares of a deceased 

shareholder against the subscription price for the.

It is also advisable to agree in advance on situations where the 

majority of shareholders want to sell all the shares to a third par-

ty purchaser and the minority opposes such sale . For example, a 

minority may be required to redeem all the company’s shares if 

they oppose the sale of the entire share capital.

The valuation of a share must also be agreed in different situa-

tions. The traditional division is good leaver and bad leaver.

Good leaver  

Good leaver means a shareholder who leaves the company in 

good faith without major conflicts. For example, a shareholder 

has been dismissed for production or financial reasons.

Bad leaver 

A bad leaver, in turn, is a partner who storms out. For example, a 

shareholder has been terminated from employment on a perso-

nal basis.

The good leaver and bad leaver situations should therefore be 

defined in the shareholders’ agreement, so that when a share-

holder leaves, the redemption policy and the valuation of the 

shares can be easily implemented in the manner agreed by the 

shareholders.

The right and obligation to sell along (tag along and drag along) 

is also an important condition, especially from the point of view 

of minority shareholders.

Tag Along  

Tag Along is a condition according to which, when a sharehol-

der negotiates the sale of shares with the buyer, he must make 

the sale conditional on the fact that other shareholders are also 

entitled to sell their own shares on the same terms to the buyer.

Drag Along  

Drag Along is a condition that when certain shareholders sell 

their holdings, other shareholders must also sell their own hol-

dings on the same terms to the same buyer.

If the content of certain terms or concepts seems challenging, 

consult an expert to better understand the whole.



—12—

Example:

8.1 The Parties undertake not to transfer the Company’s shares other than primarily in accordance with this Agreement and, seconda-

rily, in accordance with the practices set out in the Articles of Association.

8.2 The Parties agree not to sell or otherwise transfer the Company’s shares without the prior written consent of at least 2⁄3 of the 

Shareholders.

8.3 The Parties undertake to notify the other Parties of the intention to transfer their own shares at least one month before the transfer 

takes place.

8.4 When the parties receive information on the other Party’s intentions to sell, the parties have to be given the opportunity to redeem 

the shares

a) Primarily to the other Parties.

b) Secondarily to the Company

8.5 If the Company has agreed to sell the entire share capital, the Parties objecting to this shall redeem the entire share capital of the 

Company at the price negotiated by the Company. If a Party is insolvent, it must transfer its shares when the Company sells its entire 

share capital. If the content of certain terms or concepts feels challenging, consult an expert to better understand the whole.
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 WORKING IN THE COMPANY9

Often shareholders also work in the company. It is therefore advisable to agree 

on the content and scope of the shareholders’ work related obligations. 

The obligation to work can apply to all or some of the shareholders. The length 

of the obligation to work can be ‘until further notice’ or for a specific period. 

It is also a good idea to agree on the job tasks and the amount of work, for 

example on a weekly or monthly basis.

The shareholders’ agreement may also specify the content of the employment 

obligation by referring to each shareholder’s own managerial or employment 

agreement.

The effect of termination of employment on shareholder status is also good to 

discuss in this section.

For example, Good leaver and Bad leaver situations may be defined in this 

section.

Example:

9.1 Each Party commits to work in the Company in accordance with the obligations 

and rights of the director / employment contract concluded between them and the 

Company.

9.2 The Partner may have ancillary activities only with the written permission of 

the Company. For the avoidance of doubt: The requirement also applies to activities 

that are not in competition with the Company’s operations.

9.3 Situations regarding ending of the agreement

a) Good leaver: Upon termination of the employment in a Good Leaver-situation, a 

Party is not obliged to offer their shares to other Parties.

b) Bad Leaver: Upon termination of the employment in a Bad-leaver situation, the 

Party is obliged to offer their shares for redemption at a fair price valued by an ex-

ternal auditor of the Company to the other Parties as follows:

The party’s working time in the Com-
pany as set out in the managerial or 
employment contract (years)

Shareholding to be offered for redemp-
tion (%)

Less than 1 year 100%

1-3 years 80%

3-6 years 60%

6-8 years 40%

8-10 years 20%

over 10 years 5%
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The shareholders’ agreement also often sets out certain individual and im-
portant obligations, which the shareholders are obliged to comply with conti-
nuously as a shareholder.

Traditionally non-compete obligations, confidentiality, intellectual proper-
ty rights, the duty of care, the right to information and contractual fines are 
agreed between the shareholders. It is also a good idea to agree on other 
individual obligations and rights if they are relevant to the company’s opera-
tions. From a party familiar with shareholder agreements. This could be, for 
example, another entrepreneur or a lawyer.

INDIVIDUAL RIGHTS AND 
OBLIGATIONS
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 DUTY OF CARE10

The purpose of the duty of care obligation is to secure the commitment of the 

shareholders to the company’s internal and external operations. 

Efforts can be made to protect the shareholders’ reputation and personal con-

ditions for operating in the company by, for example, when a shareholder is 

banned from business, the shareholder must sell their shares of the company.

Another factor that may put the company at risk is, for example, crimes or en-

dangering the company’s image or brand by making questionable statements 

in public. The duty of care can be constructed from a great many individual 

obligations.

It is also a good idea to define the seriousness and the sanction for the breach 

of the duty of care.

Example: 

10.1 The Parties commit to operate in the Company and in activities outside the 

Company in such a way that the Company’s business, communications or other 

activities are not risked as a result of the Parties’ action or actions.

10.2 Breach of the duty of care can lead to a fine or obligation of a Party to offer the 

shares for redemption of the parties. The severity of the violation is determined and 

the consequence is decided by the Company.
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ACCESS RIGHTS11

The Companies Act regulates the starting points for shareholders’ information 

rights. It is often justified to extend or allocate shareholders’ access rights to 

different shareholders in different ways.

In particular, shareholders who participate in the management of the compa-

ny and shareholders who do not participate in the management of the compa-

ny most often need different information rights to the company.

Example:

11.1 A party has the right to inspect: 

a) the Company’s accounts

b) Agreements to which the Company is a party to 

c) Company development material

d) All documents prepared by the Company’s auditor

11.2 A party has the right to get acquainted with the company’s practical operations 

and premises in such a way that it does not cause inconvenience to the Company’s 

operations.

11.3 The Company’s management and other parties that are actively involved in the 

Company’s other activities are obligated to book time with the Party for a discus-

sion related to the Company’s activities upon the Party’s request.

OBLIGATION OF  
CONFIDENTIALITY

12

Confidentiality is a key method of managing how and which certain informa-

tion may be disclosed or otherwise passed on to, for example, the Company’s 

contractual partners.

If there is no agreement regarding confidentiality, the shareholders are in 

principle not obliged to maintain confidentiality. It is advisable to make the 

confidentiality clause as clear and comprehensive as possible.

The obligation of confidentiality may be agreed to be valid for the entire term 

of the agreement and, for example, for two years from the date on which the 

shareholder has transferred his or her share capital.

The obligation of confidentiality may be specified in such a way that the 

shareholder is responsible for ensuring that their representatives or employees 

also comply with the condition of confidentiality.

However, the confidentiality clause cannot prevent the fulfillment of the obli-

gations of disclosure arising from law.

Example:

 12.1 Each Party commits not to divulge, nor exploit the company’s trade secrets for 

their own benefit or for the benefit of a third party.

 The company’s trade secrets include, for example.

a) Technical and financial information directly and indirectly related to the Compa-

ny’s products.

b) All information, which is not intended for third-parties or to public knowledge.

 c) This Agreement

12.2 Confidentiality does not apply to information that is generally known or disclo-

sed by the Company as part of its normal business operations.

 12.3 The obligation of confidentiality is valid for two years from the date when the 

Party has transferred all their shares of the Company

12.4 The two year period of confidentiality does not apply if the company declares 

bankruptcy or goes into liquidation 
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The non-compete clause is also essential in determining how shareholders should act in 

their possible other business activities so that the interests of the company are not risked.

A non-compete obligation can for example completely prohibit shareholders from engaging 

in activities that compete with the company or make the activity a subject to a license.

The company’s interests can also be protected when a shareholder leaves the company, so 

that the non-compete obligation is determined to be valid for a certain period of time even if 

the shareholder has already transferred his or her share capital.

It is a good idea to add a non-solicitation clause to the non-compete obligation. Prohibi-

tion of solicitation means a prohibition that prevents other employees or shareholders from 

being solicited out of the company.It is often extended to the company’s customers as well. 

A shareholder leaving the company this way may not take customers or employees with 

them when moving to another company, for example.

13 NON-COMPETITION

Example:

13.1 A party may transfer to the service or become an owner of a company competing 

directly or indirectly with the Company only with the prior written consent of the 

Company.

13.2 A party may not promote activities that are directly or indirectly compete with 

the Company without the prior written consent of the Company.

13.3 A Party shall not take on business activities individually or with a third party that 

directly or indirectly competes with the Company.

13.4 During the validity of this Agreement and six (6) months after the party has 

transferred all their shares or after the party’s work or  service agreement with the 

Company has ended.
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INTELLECTUAL PROPERTY 

By agreeing on intellectual property rights, the company can ensure how the 

ownership of intellectual property rights, invented or created based on the 

shareholder’s employment in the company is determined.

Without a separate agreement, intellectual property rights belong to their 

creator, not to the company. It is important to agree on ownership because of 

possible disputes and ambiguities.

Key features of the intellectual property right clauses are the transfer of owner-

ship to the company, the classification of the intellectual property rights and 

whether the Company pays compensation to the shareholder for the creation 

of the intellectual property.

Example:

14.1 Each Party agrees to assign to the Company, without sepa-

rate compensation, all ownership, licensing and other rights to 

any intellectual property rights that they have developed or will 

develop in connection with the Company’s business or for the 

benefit of the Company.

14.2 The scope of the assignment includes assignment and 

modification rights. The transfer covers copyrights, patents and 

other intellectual property rights.

14.3 The Company and a party can agree on deviations to the 

assignment obligation set out in this section only with a written 

agreement. 

14.4 The transfer obligation set out in  this paragraph shall also 

apply in situations where the Shareholder transfers all of their 

shares or terminates employment with the Company.

14
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CONTRACT BREACH  
AND PENALTY15

BREACH OF CONTRACT

It is also important to agree in the shareholders’ agreement on the penalties for 

breaching the shareholder agreement.

Traditionally, shareholders agree not to rely on rules that are legal,but contrary 

to the shareholders’ agreement. For example, the voluntary provisions of the 

Companies Act.

Breach of contract clause may apply to all terms of a shareholders’ agreement 

to the same extent, or it may be defined to apply only to breaches of certain 

terms.

In most cases, applying breach of contract clause to the agreement and its 

terms as a whole is a better way to protect the interests of all shareholders, 

rather than targeting breach of contract clause only to certain terms.

Iit is also a good idea to set a time limit during which the shareholder can 

rectify their breach of contract, unless the breach is so serious that it would be 

unreasonable to continue the entire contractual relationship.

Certain actions can also be classified as a breach of contract in the share-

holders’ agreement directly without a separate assessment. For example, the 

transfer of shares outside the company without the company’s consent.

15.1 A breach of contract is defined on the following basis:

a) The Party has materially breached the terms of this Agreement and the Party has not remedied the consequences of the breach within fourteen (14) days after the 

Company or the other Party has discovered or received information about the breach and notified the Party of the obligation to correct the breach.

b) A Party has transferred their shares in breach of the terms of this Agreement. 

15.2 The Party that has committed a breach of contract shall pay a contractual penalty of one hundred thousand euros (100,000) to the other Parties for the breach of 

contract. The contractual penalty shall be divided among the other Parties in proportion to their share holding. If the damage caused to the Company by the breach of 

contract or the benefit thereof to the breacher exceeds EUR 100,000, the breacher shall compensate the damage in full for the excess amount.

CONTRACTUAL PENALTY

A contractual penalty is a very traditional consequence for a breach of the 

terms of the contract.

Its popularity is based on the fact that the extent of the damage caused by a 

given act does not have to be determined separately, but that a flat-rate com-

pensation is predetermined.

In addition to the contractual penalty, a separate compensation may be 

determined for damage exceeding the contractual penalty. For example, if a 

particular act causes damage that is significantly higher than the contractual 

penalty.

The potential benefit resulting from the breach  of contract that is excess to the 

amount of the contractual penalty may also be required to be paid in full to the 

company or other shareholders.

The contractual penalty is traditionally imposed to be paid to the other sha-

reholders of the company in proportion to their ownership, but may also be 

imposed on the company.
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Example:

16.1 This Agreement shall enter into force upon signature by all parties. Each 

Party is responsible for ensuring that it has sufficient authority to sign the 

Agreement and that other documents and decisions related to this Agreement 

have been made correctly.

16.2 After the entry into force of the Agreement may be amended only in writing 

with the consent of all Parties.

 16.3 A party shall not,without each party’s prior written consent, assign this 

Agreement, or any of the obligations or rights thereof in part or in whole to a 

third party. 

16.4 This Agreement is in force until the Company completes its initial public 

offering on a stock exchange.

16 VALIDITY OF THE AGREEMENT

Generally, shareholder agreements are drafted to be valid for an 

indefinite period. In this case, the shareholder agreement can 

be modified later, as long as the possibility of modification is 

mentioned in the original agreement.

Sometimes contracts are made for a fixed period. This may be 

justified, for example, in order to achieve an objective that is 

significant for the business of a particular company.

Individual shareholders are typically bound by a shareholders’ 

agreement so that the shareholder agreement is valid for them 

for as long as the person is a shareholder in the company. For 

example, a non-compete clause may continue to apply after 

this.

Shareholders’ agreement  may also be agreed to terminate due 

to, for example, bankruptcy, liquidation, dissolution of the com-

pany or other similar reason

Would a fixed-term or indefinite contract 
better serve your needs?
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In principle, a Finnish company must apply Finnish law to its shareholders’ 

agreement. This applies also in a situation where there are also foreign inves-

tors as shareholders.

Another key issue to be agreed is the settlement of disputes. In the sharehol-

ders’ agreement, dispute resolution can be referred to, for example, the Finnish 

Bar Association’s conciliation proceedings, arbitration or to a specific district 

court of Finland.

Dispute resolution in ordinary courts is often cheaper than arbitration, but it is 

much slower and, in principle, public. Often, companies agree to use arbitrati-

on because of its confidentiality and speed.

The costs of using arbitration are normally borne at least in part by the com-

pany. Alternatively, the parties may also pass on the costs to the disputing 

shareholders.

It is also good for shareholders to agree on the method of choosing the arbit-

rator(s) and the right to do so already in the shareholder agreement.

17

Example:

17.1 This Agreement is governed by the laws of Finland.

17.2 Disputes between the Parties to this Agreement shall be resolved 

primarily through negotiations between the parties.

17.3 Alternatively, disputes pursuant to Section 17.2 shall be settled in 

arbitration in the composition of one arbitrator in accordance with the 

rules of the Arbitration Board of the Central Chamber of Commerce.

17.4 The language of the arbitration proceedings shall be Finnish and 

the place of the proceedings shall be Helsinki.

APPLICABLE LAW AND  
SETTLEMENT OF DISPUTES
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COPIES OF THE AGREEMENT

It is common practice to draw up as many original copies of a shareholder 

agreement as the company has shareholders. If the company is a party to the 

agreement, the company’s Board of Directors will normally sign the agree-

ment.

In many cases, it is easier to manage the signature electronically. If this is to be 

done, it is advisable to include a paragraph in the agreement.

Example:

18.1 This Agreement has been executed in three identical copies, 

each of which has been signed by each Party.

18.2 This Agreement supersedes all prior agreements or arran-

gements between the Parties relating to the same matters as the 

terms agreed in this Agreement.

18
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END OF STORY.
Did something leave you wondering or do you have any new questions?

Don’t worry, it’s normal. In this case, it is advisable to consult, for example, a 
lawyer with experience in shareholder agreements and their formulation.

You know we got those. 

Turre Legal
turre.com 

office@turre.com 
+358 50 3841634
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